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7KH SDSHU FRQVLGHUV DPRGHO RI LPLWDWLRQ LQ WKH FRQWH[W RI &RXUQRW ROLJRSRO\ 3XUHO\
LPLWDWLYH EHKDYLRU FDQ OHDG WR DQ RXWFRPH LQFRQVLVWHQW ZLWK 1DVK HTXLOLEULXP 7KH
TXHVWLRQLVZKHQZHFDQUHFRQFLOH LPLWDWLRQZLWK WKHFRQFHSWRI1DVKHTXLOLEULXP7KH
SDSHU H[WHQGV SXUHO\ LPLWDWLYH EHKDYLRU LQ WZR ZD\V )LUVW LPSHUIHFW LPLWDWLRQ LV
LQWURGXFHG 6HFRQG D UDQGRPPDWFKLQJ DQG ORFDO LQWHUDFWLRQPRGHO LV DQDO\]HG 6XFK





, WKDQN (ULF YDQ 'DPPH 0DUWLQ 'XIZHQEHUJ DQG 0DULD 0RQWHUR IRU XVHIXO VXJJHVWLRQV 7KH SDSHU DOVR
EHQHILWHG IURP FRPPHQWV RI SDUWLFLSDQWV RI 6SULQJ 0HHWLQJ RI <RXQJ (FRQRPLVWV
 DQG &HQW(5 VHPLQDU




RUDFDUZHRIWHQDVNRXU IULHQGVRUFROOHDJXHVDQG IROORZ WKHLU DGYLFHZLWK UHVSHFW WR
ZKLFK EUDQG LV WKH EHVW ,W LV RIWHQ ZRUWKZKLOH WR FRPSDUH \RXU RZQ H[SHULHQFH ZLWK
VRPHERG\ HOVH
V DQG GR ZKDW WKH RWKHU SHUVRQ GLG LI KHVKH IDUHG EHWWHU ,PLWDWLYH
EHKDYLRULVSDUWRIWKHUHDOOLIHDQGZHRIWHQHPSOR\LWPD\EHXQFRQVFLRXVO\
,QGHFLVLRQSUREOHPVDJHQWVFDQREVHUYHZKDWRWKHULQGLYLGXDOVKDYHGRQHLQWKH








DERXW WHFKQRORJ\ DGRSWLRQ ZKHUH SRSXODWLRQ PD\ HQG XS LQ DQ LQIHULRU DFWLRQ LI WKH
DJHQWVGLVUHJDUG WKHLU RZQ LQIRUPDWLRQ LQ YLHZRI EHKDYLRU RI RWKHUV

 7KH SUREOHP LQ
GHFLVLRQSUREOHPLQQRWZKHWKHUWRLPLWDWHEXWUDWKHUKRZWRLPLWDWH
,Q JDPHV SOD\HUV FDQ LPLWDWH WRR 7KH\ ZDQW WR LPSURYH WKHLU SHUIRUPDQFH
WKHUHIRUHLIWKH\REVHUYHDSD\RIIKLJKHUWKDQWKHLURZQWKH\PLJKWEHWHPSWHGWRLPLWDWH
WKH VWUDWHJ\ EULQJLQJ KLJKHU SD\RII 'RLQJ VRPD\ FKDQJH WKHLU RZQ SD\RII EXW DW WKH






DUJXHG LQ 5KRGH DQG 6WHJHPDQ  7KHUH LV H[SHULPHQWDO VXSSRUW IRU LPLWDWLYH
EHKDYLRULQJDPHVLQFOXGLQJROLJRSRO\PRGHOVQLFHO\UHSUHVHQWHGLQ+XFNHWDO
$QRWKHU LQWHUSUHWDWLRQRI LPLWDWLYHEHKDYLRU LV WKDWSOD\HUVDUHFRQFHUQHGDERXW UHODWLYH
SD\RIIV

 $ QRQVWUDWHJLF EHKDYLRU LQ JDPHV OLNH LPLWDWLRQPD\ RUPD\ QRW EULQJ WKH
 6RPHERG\ VDLG IRROV OHDUQ RQ WKHLU RZQ PLVWDNHV ZLVH SHRSOH OHDUQ RQ PLVWDNHV RI RWKHUV
 6HH HJ %M|UQHUVWHGW DQG 6FKODJ DQG 6FKODJ
 ([DPSOHV LQ WKH OLWHUDWXUH DUH (OOLVRQ DQG )XGHQEHUJ 








HDFKRWKHU DQG DW WKH VDPH WLPHEH LQWHUHVWHG LQ HDFK RWKHU¶VPDUNHW VWUDWHJ\ VR WKDW D
VXFFHVVIXO ILUP PLJKW EH LPLWDWHG E\ RWKHUV $QRWKHU MXVWLILFDWLRQ LV WKDW D ILUP ZLWK
KLJKHU SURILW LQFUHDVHV LWV PDUNHW VKDUH RU H[SDQGV VWLOO HPSOR\LQJ WKH VDPH VWUDWHJ\
ZKLOHRWKHU ILUPV VKULQN WKXVZLWK WLPH WKH VWUDWHJ\ HPSOR\HGE\ WKH ILUPZLWKKLJKHU






WZR SDSHUV 7KH UHVXOWV RI WKH SDSHUV DOVR GLIIHU 9HJD5HGRQGR JRW :DOUDVLDQ
FRPSHWLWLYH SURGXFWLRQ OHYHO DV WKH RXWFRPHZKLOH*DOH DQG 5RVHQWKDO JRW &RXUQRW
1DVKHTXLOLEULXP7KH ODWWHU UHVXOWZDVGXH WR WKH IDFW WKDW LPLWDWRUVZHUH LPLWDWLQJ WKH
DJJUHJDWH DFWLRQRI WKHSRSXODWLRQ GLVUHJDUGLQJ FRPSDULVRQRISD\RIIVRQ WKHLU FXUUHQW
DFWLRQDQGQHZDFWLRQ:HZDQW WRKDYH LPLWDWLRQRIVXFFHVV LQ WKLV UHVSHFWRXUPRGHO
IROORZVFORVHO\ WKHRQHRI9HJD5HGRQGR+RZHYHU WKHQZHDUH OHIWZLWK WKHSUREOHP
WKDWWKHRXWFRPHRIWKHSURFHVVPD\EHLQHIILFLHQWIRUWKHILUPV7KHUHIRUHZHLQWURGXFH




QRW WKHZKROH DFWLRQ7KHQ KHVKH DWWHPSWV WR LPLWDWH WKH DFWLRQ ILOOLQJ WKH DEVHQW SDUW
ZLWKVRPHWKLQJHOVHIRULQVWDQFHZLWKSDUWRIKLVKHUROGVWUDWHJ\,QJDPHVVXFKPRGHOV
ZHUHFRQVLGHUHG LQ WKHFRQWH[WRI UHSHDWHGSULVRQHUV
 GLOHPPDJDPHE\5XHEHFN
DQG &RRSHU %RWK VXEVWDQWLDO DPRXQW RI FRRUGLQDWLRQ DQG WRWDO GHIHFWLRQ ZHUH
 7KH FDVH ZKHUH LQWHUDFWLRQ DQG LPLWDWLRQ DUH LQ GLIIHUHQW SRSXODWLRQV LV FRQVLGHUHG LQ 6FKODJ

REWDLQHGDVRXWFRPHVGHSHQGLQJRQ WKHH[DFWVSHFLILFDWLRQRI WKHPRGHO ,Q WKHSUHVHQW
SDSHUZHH[WHQGRQHVWDJH&RXUQRWROLJRSRO\ WR WZRVWDJH FDSDFLW\SULFHJDPHDQGZH
GHPRQVWUDWHWKDWLWJLYHVVXSSRUWWRWKH&RXUQRW1DVKRXWFRPH
7KHVHFRQGYDULDWLRQGLIIHUHQWLDWHVLQWHUDFWLRQDQGLPLWDWLRQLQWKHVHQVHWKDWRQH
FDQ REVHUYH DQG LPLWDWH D SOD\HU ZLWK ZKRP KHVKH GLG QRW GLUHFWO\ LQWHUDFW )RU
H[DPSOH SOD\HUV LQWHUDFW LQ GLIIHUHQW PDUNHWV EXW WKH LQIRUPDWLRQ LV VSUHDG WR RWKHU
PDUNHWV WRR

7KH SRVVLELOLW\ RI REVHUYLQJ DQRWKHU FRS\ RI WKH JDPH DOORZV FRPSDULQJ
GLIIHUHQWRXWFRPHVRI WKHJDPHDQGUHVWRUHV WKH1DVKHTXLOLEULXPLI LW LVPRUHHIILFLHQW
WKDQ WKH RXWFRPH RI SXUHO\ LPLWDWLYH SURFHVV $ VLPLODU PRGHO ZDV FRQVLGHUHG LQ
3DORPLQRWKRXJKWKHUHZDVQRH[SHULPHQWDWLRQE\WKHSOD\HUV
7KHSDSHULVFRQVWUXFWHGDVIROORZV6HFWLRQSUHVHQWVWKHJHQHUDOPRGHODQGDQ





DQ QSOD\HU V\PPHWULF JDPH KDYLQJ EHHQ PDWFKHG HDFK SHULRG UDQGRPO\ RU































([DPSOHV RI DSSOLFDWLRQV RI ORFDO LQWHUDFWLRQ WR HYROXWLRQDU\ JDPHV DUH (OOLVRQ DQG (O\

7KH UHVXOWV GR QRW GLIIHU IRU W  

SOD\HUVDPSOHVNRWKHUSOD\HUVUDQGRPO\DFFRUGLQJWRDSUHVSHFLILHGVDPSOLQJSURFHGXUH























 VXFK WKDW M  DUJPD[N3L
W
















,I DOO LQGLYLGXDOV LQ WKH SRSXODWLRQ SOD\ WKH VDPH VWUDWHJ\ WKH\ DOO UHFHLYH WKH
VDPHSD\RIIVLQFHWKHJDPHLVV\PPHWULF7KHLPLWDWLRQSURFHVVDORQHFDQQRWEULQJDQHZ
VWUDWHJ\ LQ WKH SRSXODWLRQ&RQYHUVHO\ LI WKHUH DUH VHYHUDO VWUDWHJLHV LQ WKH SRSXODWLRQ
















,Q RUGHU WR DQDO\]H ZKLFK VWDWLRQDU\ VWDWHV DUH PRUH VWDEOH ZH LQWURGXFH WKH
SRVVLELOLW\RIH[SHULPHQWDWLRQ,QHDFKSHULRGHDFKSOD\HUKDV LQGHSHQGHQWSUREDELOLW\O
WR H[SHULPHQW WKDW LV WR VZLWFK WR DQRWKHU VWUDWHJ\ 7KH SUREDELOLW\ GLVWULEXWLRQ RYHU
 ,I ZH DVVXPH WKDW LI FXUUHQW SD\RII RI D SOD\HU LV DPRQJ KLJKHVW VKH GRHV QRW FKDQJH VWUDWHJ\ WKHQ




RWKHUZLVH 7KHQ WKH FRPELQHG SURFHVV RI LPLWDWLRQ DQG H[SHULPHQWDWLRQ GHILQHV DQ
HUJRGLF0DUNRY FKDLQ RQ WKH VSDFH RI VWDWHV RI WKH SRSXODWLRQZKLFK KDV D VWDWLRQDU\
GLVWULEXWLRQPO:HDUHLQWHUHVWHGLQWKHFDVHZKHQWKHSUREDELOLW\RIH[SHULPHQWDWLRQLV
DUELWUDULO\VPDOOLHZHFRQVLGHUOLPOoPO
1RWLFH WKDWZH UHTXLUHYHU\ OLWWOH UDWLRQDOLW\ IURP WKH SOD\HUV )LUVW WKH\ GR QRW
VXVSHFW WKDW WKH\ DUH SOD\LQJ D JDPH WKH\ VLPSOH FRS\ RWKHUV WKDWPD\ EH WKHLU GLUHFW
RSSRQHQWV6HFRQGWKH\FRQGLWLRQWKHLUEHKDYLRURQO\RQODVWSHULRGSD\RIILHWKH\KDYH
RQHSHULRG PHPRU\ +RZHYHU WKHVH ERXQGDULHV RQ UDWLRQDOLW\ RI WKH SOD\HUV DUH QRW






LV WR VKRZ WKDW HYHQ ZLWK OLWWOH UDWLRQDOLW\ WKH SOD\HUV FDQ SURGXFH ³DV LI´ UDWLRQDO
EHKDYLRU
$ VLPSOH H[DPSOH RI WKH SURFHVV GHVFULEHG DERYH LV D SRSXODWLRQ RI  DJHQWV
SOD\LQJ SOD\HU JDPH WKXVP    Q    ,Q WKLV FDVH WKH RXWFRPH RI WKH SURFHVV
GHSHQGV RQ UHODWLYH DQG QRW RQ DEVROXWH SD\RIIV

 +RZ H[DFWO\ LW GHSHQGV IRU JHQHUDO
JDPHV LV D TXHVWLRQ IRU IXWXUH UHVHDUFK WKRXJK LQ 6HFWLRQ  ZH SUHVHQW DQ H[DPSOH
VKRZLQJWKDWWKH\GRQRWFRLQFLGH,QWKLVSDSHUZHFRQVLGHUV\PPHWULFJDPHVZLWKDSXUH





















WKDQ WKDW RI WKH RWKHU LI LW KDV KLJKHU RXWSXW VLQFH WKH GLIIHUHQFH EHWZHHQ SULFH DQG
PDUJLQDO FRVW LV WKH VDPH IRU DOO ILUPV ,I SULFH LV EHORZPDUJLQDO FRVW DOO ILUPVPDNH
ORVVHVEXWWKHRQHZLWKORZHURXWSXWPDNHVDORZHUORVV,IILUPVDUHDOUHDG\LQDVWHDG\
VWDWH LH WKH\ SURGXFH WKH VDPHTXDQWLW\ DQG LI SULFH LV KLJKHU WKDQ WKHPDUJLQDO FRVW
WKHQ D ILUP FDQ H[SHULPHQW ZLWK D KLJKHU TXDQWLW\ VWLOO NHHSLQJ SULFH DERYHPDUJLQDO
FRVW DQG REWDLQ D KLJKHU SURILW WKDQ WKH RWKHU ILUP 7KH RWKHU ILUP WKHQ LPLWDWHV QHZ







H[SHULPHQWDWLRQ XSVHWV FRUUHVSRQGLQJ VWHDG\ VWDWHV 7KH SURFHVV WKHQ JRHV WR WKH
FRPSHWLWLYHRXWSXWOHYHO7KHUHVXOWKROGVIRUDUELWUDU\FRQYH[FRVWIXQFWLRQ
3URSRVLWLRQ  9HJD5HGRQGR 7KH ORQJUXQ RXWFRPH RI LPLWDWLRQ DQG
H[SHULPHQWDWLRQG\QDPLFVIRU&RXUQRWROLJRSRO\LVWKH:DOUDVLDQHTXLOLEULXP

7KH RXWFRPH RI WKH SURFHVV IRU &RXUQRW ROLJRSRO\ FRLQFLGHV ZLWK :DOUDVLDQ
RXWFRPH DQG WKH ODWWHU LV 1DVK HTXLOLEULXP RI WKH JDPH ZKHUH UHODWLYH SURILW LV
PD[LPL]HG+RZHYHU LW LV QRW DOZD\V WKH FDVH WKDW WKH UHVXOW RI WKH SURFHVV FRLQFLGHV
ZLWKUHODWLYHSURILWPD[LPL]DWLRQDVZHVKDOOGHPRQVWUDWHLQDQH[DPSOHLQ6HFWLRQ




WKDW LVZKHQ WKH SUREDELOLW\ RI LPLWDWLRQ LV SURSRUWLRQDO WR WKH GLIIHUHQFH LQ SD\RIIV LV
RSWLPDO

 IRU D VLWXDWLRQ ZKHQ DJHQWV SOD\PDQ\ FRSLHV RI D GHFLVLRQ SUREOHP 7KLV
VORZVGRZQ WKHSURFHVVEXW GRHVQRW FKDQJH WKH ORQJ UXQ RXWFRPH LQ RXU FDVH VLQFH D
VWUDWHJ\FORVHWR:DOUDVLDQHTXLOLEULXPJHWVLPLWDWHGZLWKKLJKHUSUREDELOLW\
'HVSLWH WKH LQHIILFLHQF\ LQ WKH RXWFRPH LPLWDWLRQ GRHV QRW VHHP WR EH D





$Q LPSHUIHFWLRQ LQ LPLWDWLRQ FDQ RFFXUZKHQ SOD\HUV FDQ REVHUYH RQO\ UHDOL]HG
SOD\EXWQRWWKHLQWHQGHGVWUDWHJ\OLNHLQH[WHQVLYHIRUPJDPHV,PLWDWLRQLQWKHFRQWH[WRI
UHSHDWHG SULVRQHU
V GLOHPPDZDV FRQVLGHUHG LQ 5XHEHFN DQG &RRSHU 7KH
SOD\HUV WKHUH FRXOG REVHUYH RQO\ UHDOL]HG SOD\ DQG WKHUHIRUH WKH\ ZHUH QRW DEOH WR
GLVWLQJXLVK EHWZHHQ ³DOZD\V FRRSHUDWH´ DQG ³WLWIRUWDW´ LI WKH\ QHYHU GHYLDWHG
WKHPVHOYHV7RLQFRUSRUDWHVXFKSRVVLELOLW\LQWRROLJRSRO\PRGHOZHH[WHQGWKHJDPHWR

7KH UHVXOW FDQ EH H[WHQGHG WR FRQWLQXXP VWUDWHJ\ VHW VHH 6FKHQN+RSSp :H DVVXPH ILQLWH VHW WR
DYRLG XQQHFHVVDU\ WHFKQLFDO GLIILFXOWLHV

7KDW LV SD\RII LQFUHDVLQJ LQ WKH QH[W URXQG IRU DQ\ GHFLVLRQ SUREOHP






WKH VHFRQGVWDJHFKRRVHSULFHV7KHDVVXPSWLRQVRQ WKHGHPDQGDQG FRVW IXQFWLRQV DUH
WKH VDPH DV LQ 6HFWLRQ  7KH UDWLRQLQJ UXOH LV HIILFLHQW LH FRQVXPHUV ZLWK KLJKHU
YDOXDWLRQVEX\IURPWKHFKHDSHVWVXSSOLHU.UHSVDQG6FKHLQNPDQWKHQVKRZWKDWXQGHU
FHUWDLQ PLOG FRQGLWLRQV WKH FKRLFH RI FDSDFLWLHV DQG SULFHV FRUUHVSRQGLQJ WR &RXUQRW
RXWFRPHRIRQHVWDJHJDPHLVDQHTXLOLEULXPRIWKHWZRVWDJHJDPH
8QGHU LPSHUIHFW LPLWDWLRQDILUPFDQREVHUYHRQO\SULFHDQQRXQFHGE\ WKHRWKHU
ILUP DIWHU WKH\ ERWK KDYH FKRVHQ FDSDFLWLHV DQG LW GRHV QRW NQRZZKDW WKH RWKHU ILUP
VWUDWHJ\LVLQUHVSRQVHWRRWKHUFDSDFLWLHV7KHUHIRUHDILUPFDQLPLWDWHMXVWRQHSULFHDQG
RQHFDSDFLW\7KHUHPLJKWEHGLIIHUHQWZD\VWRPRGHOVXFKDUHVWULFWLRQ)RUH[DPSOHWKH
ILUPV FDQ NHHS WKHLU LQWHQGHG UHVSRQVHV RQ FDSDFLW\ FRPELQDWLRQV GLIIHUHQW IURP WKH
REVHUYHGRQHLQWDFW2UWKH\FDQFKDQJHDOOLQWHQGHGSULFHFKRLFHVWRWKHRQHREVHUYHG
:H DGRSW WKH VHFRQG ZD\ RI PRGHOLQJ WKRXJK LW VHHPV WR EH TXLWH D UHVWULFWLRQ RQ
UDWLRQDOLW\RIWKHSOD\HUV+RZHYHULWLVWKHZD\WKDWUHTXLUHVOHDVWPHPRU\WRUHPHPEHU
D VWUDWHJ\ RQO\ RQH SULFH WR UHPHPEHU:H DOVR EHOLHYH WKDW RWKHU SRVVLEOH ZD\V WR
PRGHOSULFHLPLWDWLRQZRXOGQRWFKDQJHWKHTXDOLWDWLYHUHVXOW
7KH UHVWULFWLRQ ZH SRVH RQ WKH LPLWDWLRQ RI SULFHV OHDGV WR WKH VLWXDWLRQ ZKHUH
ILUPVDQQRXQFHERWKFDSDFLW\DQGSULFH VLPXOWDQHRXVO\ WKXV UHGXFLQJ WKHRULJLQDO WZR
VWDJH JDPH WR D RQHVWDJH JDPH 7KLV KDV DV D UHVXOW WKDW WKHUH DUH PXOWLSOH 1DVK
HTXLOLEULDFKRRVLQJ:DOUDVLDQTXDQWLW\DQGSULFH LV DQHTXLOLEULXPDVZHOO DVFKRRVLQJ
&RXUQRW TXDQWLW\ DQG SULFH 7KLV PDNHV LW PRUH LQWHUHVWLQJ WKDW &RXUQRW TXDQWLW\ DQG
SULFH KDYH QRQ]HUR SUREDELOLW\ WR EH WKH ORQJUXQ RXWFRPH 7R PDNH WKH VWUDWHJ\ VHW
ILQLWHDVVXPH WKDW LQDGGLWLRQ WR WKHJULGRQTXDQWLWLHV WKH ILUPVFKRRVHSULFHV IURPD
ILQLWHJULG*S ^G«ZG`
/HWXVLOOXVWUDWHWKHZRUNRIWKHSURFHVVRQDVLPSOHH[DPSOHZLWKOLQHDUGHPDQG
DQG FRVW IXQFWLRQV DQG RQO\ WZR SRVVLEOH FDSDFLWLHV DQG WZR SRVVLEOH SULFHV

$QRWKHU JDPH RI WKLV VRUW UHODWHG WR %HUWUDQG GLIIHUHQWLDWHG SURGXFW JDPH LV +RWHOOLQJ JDPH ZLWK
TXDGUDWLF WUDQVSRUWDWLRQ FRVW 7KH HTXLOLEULXP LV WR EH RQ H[WUHPHV EXW LI D ILUP PRYHV WR WKH PLGGOH RI WKH
LQWHUYDO LW KXUWV WKH RWKHU ILUP PRUH WKDQ LWVHOI

FRUUHVSRQGLQJWR&RXUQRW1DVKDQGWR:DOUDVLDQFRPSHWLWLYHRXWFRPHV7KHQHDFKILUP
KDV  VWUDWHJLHV T1S1T1S&T&S1T&S&ZKHUH T1 S1 VWDQGV IRU &RXUQRW1DVK
FDSDFLW\SULFHDQGT&S&VWDQGVIRUFRPSHWLWLYHFDSDFLW\SULFH7KHGHPDQGDQGFRVW
IXQFWLRQV DUH34   D  E4 DQG&T   FT ZLWK SRVLWLYH DEF DQG D ! F 7KHQ WKH
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*DPH
7KHLPLWDWLRQSURFHVVKDVVWHDG\VWDWHVRQWKHGLDJRQDORI WKHELPDWUL[,ID!
F WKH VWHDG\ VWDWH FRUUHVSRQGLQJ WR WKH&RXUQRW1DVK RXWFRPH HTXLOLEULXP FDQQRW EH
XSVHWE\H[SHULPHQWDWLRQRIRQHILUPZKLOHRWKHUVWHDG\VWDWHVFDQEHXSVHW7KHUHIRUHLQ
WKLVFDVHWKH&RXUQRW1DVKRXWFRPHLVREYLRXVO\SOD\HGLQWKHORQJUXQ

















LQ WKH:DOUDVLDQ HTXLOLEULXPZKHUHPDUJLQDO EHQHILW HTXDOPDUJLQDO FRVW LW LV DOZD\V
SRVVLEOHWRXQGHUFXWVOLJKWO\WKHRWKHUILUPLQSULFHDQGH[SDQGWKHFDSDFLW\VXFKWKDWWKH
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*DPH
/HW XV GHQRWHSSSS TTTT WKH SUREDELOLWLHVZLWKZKLFK VWUDWHJLHV DUH
SOD\HGE\3OD\HU3OD\HU7KH1DVKHTXLOLEULDRIWKLVJDPHDUHJLYHQE\S T 

)RU *DPH  ZLWK D  F WKH OLPLW VWDWLRQDU\ GLVWULEXWLRQ SXWV ZHLJKWV óóò WR VWHDG\ VWDWHV
T1S1T1S&T&S1T1S1 UHVSHFWLYHO\

SdTdS T S   S T   T7KH VWUDWHJ\ T1S1 LV QHYHU
SOD\HG LQ HTXLOLEULXPZKLOH WKH OLPLW GLVWULEXWLRQ RI WKH LPLWDWLRQ DQG H[SHULPHQWDWLRQ
G\QDPLFVSODFHVQRQ]HURZHLJKWRQLW7KHUHIRUHLQWKLVJDPHWKHRXWFRPHRILPLWDWLRQ
DQGH[SHULPHQWDWLRQG\QDPLFV LV D ODUJHU VHW WKDQ WKH VHW RI1DVK HTXLOLEULDRI DJDPH
ZKHUH DEVROXWH SD\RIIV DUH UHSODFHG E\ UHODWLYH SD\RIIV1HYHUWKHOHVV WKH\ VHHP WR EH
UHODWHGDQGWKHLQYHVWLJDWLRQRILWLVOHIWIRUIXWXUHUHVHDUFK
7KLV VHFWLRQ VKRZHG WKDW LPSHUIHFW LPLWDWLRQ PD\ UHVWRUH WKH RXWFRPH
FRUUHVSRQGLQJ WR 1DVK HTXLOLEULXP ZKHUH WKH ILUPV HDUQ KLJKHU SURILWV WKDQ LQ WKH
FRPSHWLWLYHRXWFRPH3RVVLEOHYDULDWLRQVRQWKLVPLJKWEHLPSHUIHFWLPLWDWLRQLQQRUPDO






/HW XV FRQVLGHU ILUVW WKH SURFHVV ZLWKRXW PXWDWLRQV :H IRFXV RQ WKH DQDO\VLV
ZKHQ WKHUH DUH RQO\ WZR VWUDWHJLHV SUHVHQW LQ WKH SRSXODWLRQ 7KLV LV QRW D VWURQJ
UHVWULFWLRQ WKRXJK VLQFHZLWK RQO\ LPLWDWLRQ WKH QXPEHU RI VWUDWHJLHV LQ WKH SRSXODWLRQ
FDQQRW LQFUHDVHEXWFDQGHFUHDVH WLOO WKHUHDUHRQO\ WZR OHIW:HFDOO WKH VLWXDWLRQZLWK
RQO\ WZR VWUDWHJLHV D WZRVWUDWHJ\ FRQWHVW ,IZH ILQG VWUDWHJ\ VZKLFKZLQV HYHU\ WZR
VWUDWHJ\FRQWHVWZLWKRXWH[SHULPHQWDWLRQWKHQZHFDQVD\WKDWVXFKDVWUDWHJ\LVDORQJ
UXQRXWFRPHRILPLWDWLRQDQGH[SHULPHQWDWLRQSURFHVVVLQFHDQ\RWKHUPRQRPRUSKLFVWDWH
RI WKH SRSXODWLRQ FDQ EH XSVHW E\ H[SHULPHQWDWLRQ ZLWK V 7KH VWDWH ZKHUH HYHU\ERG\
SOD\VVFDQQRWEHXSVHWE\XQLODWHUDOH[SHULPHQWLQJZLWKRWKHUVWUDWHJLHV







QDPHO\ WKDW WKH GHYLDWLRQ IURP&RXUQRW1DVK HTXLOLEULXPPDNHV D ILUPZRUVH RII EXW
KXUWVLWVFRPSHWLWRUVPRUH
:KHQXSGDWLQJWKHLUVWUDWHJ\SOD\HUVVDPSOHQNRWKHUSOD\HUVDPRQJZKLFKQ
WKHLU GLUHFW RSSRQHQWV LQ WKH PDWFK DQG N RWKHU LQGLYLGXDOV 6DPSOLQJ RI N RWKHUV LV
XQLIRUP7KHQWKH\FRS\VWUDWHJ\WKDWJLYHVWKHKLJKHVWSD\RIIDPRQJVDPSOHG
)LUVWFRQVLGHU WKHFDVHN /HWDWEH WKHSURSRUWLRQRI WKHSRSXODWLRQSOD\LQJ




































)RU DQ\DW !  LW LV SRVVLEOH WR ILQG N VXFK WKDWDW !DW 7KHQ WKH G\QDPLFV





MRLQW SURILW PD[LPL]LQJ VWUDWHJ\ WR &RXUQRW1DVK VWUDWHJ\ D ILUP GHYLDWLQJ IURP MRLQ
SURILWPD[LPXPZKLOH RWKHU ILUPV VWD\ KDV KLJKHU SURILW WKDQ LW KDG LQ WKHPD[LPXP
7KHUHIRUHPRUHILUPVZLOOIROORZLWVRWKHMRLQWSURILWPD[LPXPLVQRWVWDEOH7KXVZH
KDYH
3URSRVLWLRQ  ,Q WKH PRGHO ZLWK LQILQLWH SRSXODWLRQ SOD\LQJ &RXUQRW ROLJRSRO\ JDPH
DERYHZLWKUDQGRPPDWFKLQJWKH&RXUQRW1DVKVWUDWHJ\ZLQVHYHU\WZRVWUDWHJ\FRQWHVW
LIVDPSOHVL]HNLVODUJHHQRXJK
&RUROODU\ 7KH &RXUQRW1DVK VWUDWHJ\ LV WKH ORQJUXQ RXWFRPH RI WKH LPLWDWLRQ DQG
H[SHULPHQWDWLRQSURFHVVLIVDPSOHVL]HNLVODUJHHQRXJK
3DORPLQR DOVR FRQVLGHUHG VLPLODU JDPHV DQG VKRZHG WKDW WKH VWULFWO\
GRPLQDWHG:DOUDVLDQ VWUDWHJ\ VXUYLYHV LI SOD\HUV KDYH LQIRUPDWLRQ DERXW OHVV WKDQ WKH
ZKROHSRSXODWLRQ2XUPRGHOGLIIHUVIURPKLVLQWZRUHVSHFWV)LUVWLQDVHQVHZHFKDQJH
WKH RUGHU RI OLPLWV WDNHQ ZH ILUVW OHW N JURZ NHHSLQJ LQLWLDO SURSRUWLRQ D IL[HG ,Q
3DORPLQR LW ZDV VKRZQ WKDW IRU DQ\ ILQLWH N WKHUH H[LVWV D WKDW WKH SURFHVV
FRQYHUJHVWRWKHVWULFWO\GRPLQDWHGVWUDWHJ\6HFRQGE\LQWURGXFLQJH[SHULPHQWDWLRQZH
DQDO\]H VWRFKDVWLF VWDELOLW\ RI WKH VWDWLRQDU\ VWDWHV RI WKH LPLWDWLRQ G\QDPLFV RQH RI
ZKLFKLVDOZD\VWKHVWDWHZKHUHDOOSOD\HUVSOD\DVWULFWO\GRPLQDWHG:DOUDVLDQVWUDWHJ\
)RUILQLWHSRSXODWLRQRQHFDQDFKLHYHDSRVLWLYHUHVXOWIRUORFDOLQWHUDFWLRQPRGHO
6XSSRVH WKH ORFDWLRQV RI WKH ILUPV DUH IL[HG 7KH ILUPV LQ D ORFDWLRQ LQWHUDFW DPRQJ
WKHPVHOYHV EXW QRWZLWK ³RXWVLGHZRUOG´+RZHYHU ILUPV DOVR KDYH LQIRUPDWLRQ DERXW
ILUPVLQVRPHRWKHUORFDWLRQ,IWKHUHLVDORFDWLRQSOD\LQJ1DVKHTXLOLEULXPWKHILUPVLQ
WKHORFDWLRQZLOOQHYHUFKDQJHWKHLUVWUDWHJLHV)LUPVLQWKHRWKHUSDLUVVRRQHURUODWHUZLOO
VDPSOHD ILUPLQ WKHSDLU DQGFKDQJH WKHLU VWUDWHJ\ WR&RXUQRW1DVKRQH7KHUHIRUH WKH
VWDWH ZKHQ WKH ZKROH SRSXODWLRQ SOD\V :DOUDVLDQ VWUDWHJ\ FDQ EH XSVHW E\ Q

H[SHULPHQWLQJILUPVLIWKH\KDSSHQWREHLQWKHVDPHORFDWLRQZKLOHIRUWKHVWDWHZKHUH
HYHU\ERG\ SOD\V &RXUQRW1DVK VWUDWHJ\ LW LV QRW HQRXJK 7KH 1DVK HTXLOLEULXP LV WKH
XQLTXHORQJUXQRXWFRPH
2EVHUYDWLRQ  ,Q ILQLWH SRSXODWLRQ ZLWK ORFDO LQWHUDFWLRQV SOD\LQJ &RXUQRW ROLJRSRO\
JDPHDERYHWKH1DVKHTXLOLEULXPLVWKHXQLTXHORQJUXQRXWFRPHIRUDQ\N!
,QFRQWH[WRI LQGXVWULDORUJDQL]DWLRQ WKHPRGHOFDQEH LQWHUSUHWHGDV LI WKHUHDUH
VHYHUDO VLPLODU LQGXVWULHV ZKLFK KDYLQJ D QXPEHU RI ILUPV RU VHYHUDO JHRJUDSKLFDO RU










V GLOHPPD HYHQ LI D SDLU RI FRRSHUDWRUVZLOO
FRQYHUW VRPHRWKHUSOD\HU WR FRRSHUDWLRQ DGHIHFWRUZLOO H[SORLW WKDW FRRSHUDWRUZKLFK
PLJKWLQGXFHRULJLQDOFRRSHUDWRUVWRVZLWFKWRGHIHFWWRR
7KHUHVXOWVSUHVHQWHGLQWKLVVHFWLRQVKRZHGWKDWZKLOHLPLWDWLQJLWLVJRRGWRKDYH
VRPH H[WHUQDO LQIRUPDWLRQ QRW RQO\ WKH LQIRUPDWLRQ DERXW \RXU GLUHFW RSSRQHQWV 7KH
LQWXLWLRQ IRU WKH UHVXOW LV VLPSOH DQG UHVHPEOHV WKH LQWXLWLRQ IRU LPLWDWLRQ LQ GHFLVLRQ
SUREOHPV,IRQHQHYHUREVHUYHGDQHIILFLHQWZD\WRVROYHDSUREOHPRQHFRXOGQRWFRPH






PD\ VHHP WDNHQ ZLWK FDUH LW SURGXFHV SODXVLEOH UHVXOWV $FWXDOO\ RQH RI WKH PRVW
FHOHEUDWHG VWUDWHJ\ LQ UHSHDWHG SULVRQHU
V GLOHPPD ³7LWIRUWDW´ LV QRWKLQJ HOVH WKDQ






EHOLHI WKDW LI%ODFN LPLWDWHV:KLWH LW FDQ DFKLHYH DGUDZ2I FRXUVH LW LV QRW WUXH EXW
WKHUH PLJKW EH JDPHV ZKHUH LW LV $QRWKHU SRVVLELOLW\ PRUH DSSOLFDEOH WR LQGXVWULDO














PDUNHW WKDW LV WKH\ERWK VHOORQO\'S7KXV LI D ILUPGHFUHDVHVT WLOO'S LWKDV
ORZHUFRVWVDQGKLJKHUSURILW7KHRWKHUILUPIROORZV
/HPPD








ZHOO DV WKH GHPDQG RI WKH RWKHU ILUP 7KHUHIRUH WKH UHYHQXH RI WKH GHYLDWLQJ ILUP LV
KLJKHUZKLOH WKHFRVW LV WKHVDPH7KHGHYLDWLQJ ILUPKDVKLJKHUSURILW7KHRWKHU ILUP
LPLWDWHV,IT!'SWKHILUPVVHOO'S,IRQHILUPUHGXFHVSULFHPDUJLQDOO\LWVHOOVT














6LQFH ZH DUH FRQFHUQHG ZLWK WKH SURFHVV ZKHQ WKH SUREDELOLW\ RI PXWDWLRQ EHFRPHV
DUELWUDULO\VPDOOZHDUHLQWHUHVWHGLQSUREDELOLWLHVRIWUDQVLWLRQIURPVWDWHWRVWDWHLQWHUPV
RI O 7KHVH SUREDELOLWLHV DUH SRO\QRPLDOV LQ O 7KHUHIRUH RQO\ WKH RUGHU RI O RU WKH
QXPEHURIPXWDWLRQVQHHGHGWRJRIURPRQHVWDWHWRWKHRWKHUPDWWHUV$FRVWLVDVVLJQHG
WRHDFKDUFUHSUHVHQWLQJWKHPLQLPDOQXPEHURIPXWDWLRQV H[SHULPHQWDWRUVQHHGHGIRU
WUDQVLWLRQIURPRQHVWDWHWRWKHRWKHU7KHFRVWRID]WUHHLV WKHVXPRI WKHFRVWVRI WKH
DUFVLQWKHWUHH7KHPLQLPDO]WUHHIRUJLYHQ]LVRQHZLWKPLQLPDOFRVWDPRQJDOO]WUHHV
IRULW7KHPLQLPDOWUHHLVRQHZLWKPLQLPDOFRVWDPRQJDOO]7KHQWKHZHLJKWRIDVWDWH
LQ WKH OLPLWLQJ VWDWLRQDU\ GLVWULEXWLRQ LV HTXDO WR WKH QXPEHU RI PLQLPDO ]WUHHV IRU LW
ZKLFKFRVWHTXDOWRWKHFRVWRIWKHPLQLPDOWUHHGLYLGHGE\WKHWRWDOQXPEHURIPLQLPDO
WUHHVIRUDOOVWDWHV
7KHLPLWDWLRQSURFHVVZLWKRXWPXWDWLRQKDVYZVWHDG\VWDWHVUHFDOO WKDWY LV WKH
FDUGLQDOLW\RIWKHFDSDFLW\VSDFHJULGZ LVWKHFDUGLQDOLW\RIWKHSULFHVSDFHJULG)URP





















%M|UQHUVWHGW - 6FKODJ .  2Q WKH ,PLWDWLYH %HKDYLRU 8QLYHUVLW\ RI %RQQ
'LVFXVVLRQ3DSHU1R%
&RRSHU%  &RS\LQJ )LGHOLW\ LQ WKH(YROXWLRQ RI )LQLWH$XWRPDWD WKDW 3OD\ WKH
5HSHDWHG3ULVRQHUV'LOHPPDPLPHR
(OOLVRQ *  ³/HDUQLQJ /RFDO ,QWHUDFWLRQ DQG &RRUGLQDWLRQ´ (FRQRPHWULFD 












.UHSV ' 6FKHLQNPDQ -  4XDQWLW\ 3UHFRPPLWPHQW DQG %HUWUDQG FRPSHWLWLRQ
\LHOG&RXUQRWRXWFRPHV%HOO-RXUQDORI(FRQRPLFV
3DORPLQR )  2Q WKH 6XUYLYDO RI 6WULFWO\ 'RPLQDWHG 6WUDWHJLHV LQ /DUJH
3RSXODWLRQVPLPHR7LOEXUJ8QLYHUVLW\
5KRGH 3 6WHJHPDQ 0  1RQ1DVK (TXLOLEULD RI 'DUZLQLDQ '\QDPLFV ZLWK
$SSOLFDWLRQVWR'XRSRO\PLPHR
5XHEHFN &  ,PLWDWLRQ '\QDPLFV LQ WKH 5HSHDWHG 3ULVRQHUV
 'LOHPPD $Q
([SORUDWRU\([DPSOHPLPHR
6FKDIIHU0  $UH 3URILWPD[LPLVHUV WKH EHVW 6XUYLYRUV" -RXUQDO RI (FRQRPLF
%HKDYLRUDQG2UJDQL]DWLRQ
6FKHQN+RSSp .  ³7KH (YROXWLRQ RI :DOUDVLDQ %HKDYLRU LQ 2OLJRSROLHV
'LVFXVVLRQ3DSHU8QLYHUVLW\RI%LHOHIHOG
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6FKODJ.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:K\,PLWDWHDQGLIVR+RZ"-RXUQDORI(FRQRPLF7KHRU\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

6KXELN0*DPH7KHRU\LQWKH6RFLDO6FLHQFHV0,73UHVV
9HJD5HGRQGR) 7KH(YROXWLRQRI:DOUDVLDQ%HKDYLRU(FRQRPHWULFD

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